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The price of cleanliness

China is torn between getting greener and getting richer

THE Taiyanggong Thermal Power Plant in north-east Beijing = delightfully green. Unlike meost of (hina"s smoke-beldiing power stalions, it
has such low emissions Uhat luwowry flats are Besng Buill next to it. They are fetching high prices. Cwners willl look out ower something that
looks more like a duster of office buildings (apart from a couple of grey chimney=) than a power plant. The cooling towers, near a grove of
date tree=s and an crmamental pool, kook & bit like the Grest Wall.

With the help of two natural-gas-fuelled turbines built by America'’s General Electric, Taiyanggong produces only half e carbon emissions

af & coal-burning acility of comparable size in China. It also general=s mudh l===s smiog-forming nitrogen oxide. Its steam supplies heat to
1m homes. Whe=n Hillary Ointon visited the power station in Febreary, she called it & "wonderful collaborstion™ betwesn China and America

in clean-energy predudtion. "We nee=d o figur= out ways o do mor= and mor= of this,” Mrs Clinton said. That i= whers the problems begin.

The Beijing authorilies built Taiyanggong to impre== the word m the run-wup o the Olympic games which opened in the cly in Awgust
200E—pn the same day thal America opened a new embassy in Beijing (hested, American officials say proudly, by Taiyanggong). Some

5,000 workers [oiled night and day to deliver on the Chines= governments promise to provide an environmentally friendly power source Tor
the games. Taiyanggong was connected to the grid with nearly =ight month=s to spare.

Money was no object. It was clear that natural ga= would be considerably more expensive than coal, the fuel wsed by most power plants,
and A&merican-made stale-of-the-art turline=s would be far costlier than tho=e made at home. Maintaining the GE madhinery would Ke=p

running cests high for ye=ars to come. Bul the government was in a high-spending mood, pouwring about 540 Billion into an infrastructiure

makeover for the games.

Now the power sLalion's owners, l=d by a municipal state-owned company, are struggling to make it work linancally. Ludkily for them,
Taiyanggong ha= gualified for funding under the UNs Cl=an Development Mechanism (CDM), which snable= rich countrie=s bz ofTset carbon
emis=ions by paying for carbon culs in developing ones. Zhang Yandong, a senior manager at the plant, says it will rec=ive about B0m yuan



{512m} in CD'M money this ye=ar. Even with this, he say=, the plant will at best break even. A COM project report estimates that it costs
50% more to generale electricity at a plant like Taryanggong than it does at an equivalent coal-fired Facility.

Sut Amerncan officials hop= this will change, and that co-operation on dimate change will even help strengthen the relationship overall. AL
the UN in Seplember Mr Obama said Amenca was “de=l=rmined o act” on dimate change. When be visits (hina next month, the topic will
be the centrepe=c=. He is likely o s=cure an agr==ment on greater co-operation over clean-energy dev=lopment betwe=n e two countnes.

He might even prise cuwt of Mr Hu what he meant wihben e spokle of 8 "=ignificant cut™ in China’s caron intensity (the amount of carion

emitt=d per unit of GO#) by 2020

Sut even if Mr Hu and Mr Obama appear in broad agreement on what needs to b= done, persuading politican= and the public in both

oountries will not be =a=zy. China has set impressive targels but struggles with ill-motivated bureaucrats. In America even |adkustre
dimate-dhange |legislalion now before Congre=s couwld fownder a= Mr Obama devoles political enengy to what he dearly se== ax a higher

priorly: health-care reform.

The road to Copenhagen

In Beijing the two presidents will avaid airing public doubt=s about =ach other's countries’ fitness for the Cask. If China and America—Lthe
world’s Two Biggest greenfious=-gas polluters, whidh Gelwe=n them account for 40% of the world's carbon-dioxide emiz=ions—are seen o
Be in acoord, their officials reckon, there will also be a better chance of agreement at the N dimat= conference in Copenliagen in

Dec=mber. Thal me=ting = m=ant o come vwp with a suco===pr to the Kyoto protocol of 15597, a treaty on cutting carbon emissions that

Congres= never ratifi=d.

Securing vague agre=ments will be the =a=zy part. Having recently overtaken America as the word's
biggest carbon emilter (se= chart 3}, China is anxious not to be singled put &= the main chstadle to
dimate-dhang= prevention. To China's lzaders, image count= for a lob. China will cling to the view
{shared by most developing counftries) that the d=veloped wordd bears the main responsibility for
dealing with the protilem. Bul it is also K=e=n o co-operat=. Cutling the growth of its carbon
emiszions happen=s to it well with China's longstanding campaign to use =pergy k=== wast=lully and
reduce its depend=nc= on imporied oil (see chart 4). I the ridh world, throwgh CDM arrangements,
can help China achieve that, so mudh the better

What China will want in return iz lot=s of money. Unfortunately for its environment, coal is plentiful
and chieap. About 70% of Chinas electricity supply comes from ozal-fired power station=. So the

question is how fast China can introduce technologie= to reduce carbon emissions from
ooal-burning, or =lse replace coal with deaner forms of enerngy, both of which will be expensive.
China will demand that developed countree= foot the bill and also help provide the technology.

This will b= hard for Mr Obama to sell to Congress.
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Politicians will worry about how to monitor China’s sucoe=x in achieving its targets. China pledged

in 2006 to reduce the amount of energy wsed per wnit of GOP by 20% by the =nd of this decade. Make me frugal, but nat yet a

Officials say the country is on track to achieve this. But stimulus spending is flowing into =nergy- Ensrigg-comuurption inteniiy

burning industries. In the pursuil of growth local govermments are =ven less indined to take ook o ilad oS

energy-saving targets sencusly. And verifying whether China = meeting its =nergy tangets will be 50

frard. For China to measurs = carbon emi=sions and for America to be salsfied with e results s m

will B= =ven harder. Even a pledge for emissions o peakl by 2035 will nof go down well in America.

¥enneth Lisberthal of the Brookings Instifution says China will b= under pressur= to make it =arlier, o

perhap= 2020 or 2025. 20
Li=tiesd Sqabes

Technology bransfer will also be a thorny issw=. China resents the idea of American dean-=nergy L — i

ocompanies Caking advantage of China's predicament to profit from their expertis=. Bul American i SRR

ocompanies will not be kKeen to hand over advano=d technologies without adequate protection for 1000 %5 2000 €5 30 45 20 25 3D

thmir inbellectual-property rights. China's lack of aft=ntion to this area is bitterly resent=d by many it iy

American busines===, noi just high-tech ones.

American climate-change =xperts say thers are grownd=s for oplimism that China will do its best. The ountry’s leaders, they say, an=
Beginning o appreciate bow much of a threat cdimate changs pos=s to China its=f. It has taken a while to convince them. In 8 country
where svery year hundreds, if not thousands, of peogple di= in natural disasters, crops are devastated by droughits and millions ol peasants
migrale to oties, the extra disruption and loss of |ife that global warming might cause have not se=me=d k= pres=ing concems. But Mr
Lieberthal says leaders now womy that dimate chang= could pos= a sericus addilional thneat to stability. For a party that plao=s stability
above everything els=, this could b= a dincher.

China will enjoy the Schadenfrewdes of watchiing Mr Obama’s struggle with a recalcitrant d=mpooracy. The dimat=-change legislation now
before Congress has little chance of being passed by the S=nalbe before the Copenhagen conference =ven though it wes water=d down as it
pas==d through the House of Representative=. This will make it difficult for America to claim the moml high growund at Copenhegen. China
may =vEn garner more praiss.

Whatever sccord is reached ab Copenhagen, sceplicism will sGll be rife in America about China’s intentions, and in China abiout America’s

wilingness to provide the money and t=chnology. At & time when trade friction betweesn China and Amenca is growing, such misgivings
oould k=ad to more shouting matdhes. The dimate-change bill threaten= o impos= carban tariffs on countries thet are deemed not to be

doing =nough. China will rightly argue= that it is doing a lot, but it will worry that Amercans will not s=e it that way.

Mr Hu will al=o have o walch his own Back. Just as in Amernica, implementing carbon-=mi=sions outs will ups=t pow=srful interest groups:
fossil-fu=l-2nergy producers, for one. Unless the SWes=t, induding America, is prepared o help out on a lange scale, he will be under
pre=sure [0 go =low. His ded=ions on climate change will b= a due to whether domestic or global int=rests take prionty.

Lik= Mr Obama, he will vadllste. Copenhagen is likely to be just the beginning of a long, hard, struggle betwe=n the two countries over
what the other is doing. &n often defen=ive and secrelive Chinese Bburesaucracy up against a bewildenngly complex mishmeash of competing
mnterests in America will not make for harmony.



